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Program Acti sumamﬁmeu ic Ressarch irea,
oe af Pescarc eports

A. Statement of Cbjectives

The Foononie Research sctivity consiste of the formulstion and
imnlementation of the Arency intelligence research program relsting to
soonmmic astivities and cepebilities, valnerubilities and intentions on
the Sino=Saviet Nloe, and sub-activities engaged in the production of
geviio intelligence on the Sim-Soviet Blse

I
sub-aolivities arer (&) LAToobion and procraming of econosic research

ennfuoted in ORR, including polioy suldence, substantive review and
publicatisn of eoonomic intellisence reports; (b) sggregative economlo
research and analysis directed tawerd the proiuctinsn of national and
repiangl studies sf the Sime-Soviet Blec econmier and thelr component
parts in terms of capsbilities and trends, coordination of and eontribue
tions io WIS Chapters I and VI on Sina-Soviet Dloc aress, and developnent
of standardized methade and practices for ecnnomic research within the
gf7iee; (c) analyeis and ressarch on the exlent and implications of Hino-
Saviet Blec econwmic activities in the underdevelaped areas »f the Tree
worids {d) analywis and research on the cost and economic impact of
Jim-Soviet Bleoe military programs, including guided missiles; (e) analysis
and research on the econmic awpects of the muclsar ensrpy prograa of the
Sino-Sovist Blne; (f) all-source research 7n resources, induetry and
services directed towsrd providing extensive ooversge and intensive analysis
for the varisus ssotors of the Sinn-Soviet Bloc eronomies in suppoart of
anprezative sconic analysis and in Mifillment of other priority needs
far eseonwde intelligence an the SinowSoviet Blae, ineluding coordination
af and eontributions to WIS Chepters VI on the SimnSoviet Blacy and

(2} provisisn of swrrent intelligence support to the Econosic Defense
Tntelligencs Commities, the Eoonusic Defense Advisary Committee, the
sdvisnry Coamdttee on Export Policy, and the Diversion Conirol ¥et with
respect to the intellizence aspecte of US and multilsteral strategie trade
enbrale, These sub-activities are in support of Mational Intelligence
istinmstes, current econsde irtelliprenve, ¥atisnal Intelligence Surveys,
the Foansmic Tntelligence Cormittee, the Econmio Deferse Communilty and
ther orisrity consumers,
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B. Accomplishments (Fiscel Yesr 1955)

1., During FY 1958, clowe ts 60 percent of the total research
capability of this activity was devoted to drect support of epecific
prierity intelligence programs and requests, Hajor contributions and
support were provided, within CIA, to the Offices af Nationel Fstisates,
Basie Intelligence and Current Intelligencs, and to the Clandesting
Services, The principal externsl comsumers wore the Dcomomic Intelligence
Comalttes, the Council on Forelgn Fosnomic Poliey, the Jodnt Atomic Enersy
Irtelligense Comities, the (uided Missile Intelligence Comsitlee, the
Teanwle Deferse Oowmnity, the Oporations Coordinating Board, and the 25X
Departmente of State, Defense and the Alr Porce. 1

3, vroduction in support of current intelligence reporiing on the
ZinomSoviet Bloe incressed pubstantially durimg FY 1958, During the
year 617 articles prepared by this activity were published in OCI deily
putlications, and 163 sppeared in the (CI wWeekly Intelligence Review,
The activity also issued 192 Current Support Memoranda, an increase »f
78 vercent over FY 1957, snd contributed 207 items in support of the IAC
Hatch Compittes, More than 400 articles far OCI daily and weekly publica-
Liamg were reviewed and ooordinated, and a mmber af briefings were prepared
far the Yetionul Security Council.

e Thim activity comtimied to play an impartent snd active rale in
the coardination of scornmic intelligence estimates, research progreeming
and other soiivities by regular participation in the work of the Eertrgmic
Intelligence Comnittas and ils Subwcomditee structure, ineluding provision
of the secretariate for BIC Subwcammittees; by active perticipation in the
reanyzic Defense structure, ineluding provision of the chairman and gocretariat
5P the Foansdo Defence Intelligoncs Comlttee; by the preparastion and ep-
asrdinatisn of sppropriate Hational Intelligence Eatimates; and by & msber
of sther farmal and infermal relationships, both within and outside the
4@y
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5, In connectlon with contributions io Rational Tntellirence
istimates, this activity devoled a substantial emount af research time
tn the snalysis of the factore causing the slowing-dwmm in the rete of
ammmmwmmsmma Blne countriss and of the nature of
thelr respsnse to this develspment, This ressarch indicabes tentatively
that the lowered rate of growth in the USSR was mot due entirely o
temporary factors, bul, more sigmificantly, to e elight sbift in prinrities
in faver of consumption over luvestment ard perhaps also to an increased
relative cogt of resosurce development, With respect t4 China, however,
the lawer rate of growth in 1957 appears o be & tewporary phenmuena; the
Chinese econmsy spparently iw capabls af contimed repid industrialization,
suhject, however, %o a eritical uncertainty oohcerning the ability of the
agrimltural sector to meet the needs of & rapidly growing papulation whiile
simultaneously providing the necessayy surplus for export is pay far
imparts »f machinery.

6. Importamt progress was nade in the comtinuing efforis, sgein
larcely in suppert of Hationsl Intelligence gatimates, to meapure the
sige and stmcture of Bloc econmies. A eomprehensive set of national
accounts for the USSR in 1955 was cupleted, and work was contimed »m
the caleulatisn of yuble-dollar ratiss, which w11l be used in the forth-
owiing Rational Intellipence Fstimate on the USSR, A set of natinnal
acoounts has alse been prepared for China, and wark is underiay to develsp
aimiler data for the Buropean Satellites.

7. In respymse to the need for intellizence on the gpparent
soceleration of sclentific development and military techmology in the
188k, coneldersble elfort was dsvated to the sssessment of the economlc
implicalions of this developnent through 2 rigarous smalveiz of the Soviet
budret. Similar anelyses were made {mprove estimates of military
expenditures, inclnding expenditures on military resesrch and development
and atomie energy. In comnection with Natisnal Intellicence Estinates
of Bovriet capabilities in the fleld af ruided wissiles, this aetivity was
the principal previder of intelligence on the factors affecting operation
capanilitiss, including production, deplnyment, logistics, training, and
analis,

5. Tn implementation of revised WSC econonic defense policy,
extenalve sconomio intelligence soppord was pravided at the roquest of
the Fesnomie Tefense Advisary Cormittes for the first comprehensive
review nf the mltilateral trade controls since 195h. This activity
alsn provided intenwive support for the substantlve preparation of tre
15 delegetion to the COCOW meetinge held in Paris forthe revision of
conitreole »n trade between the COCCH esuntrics and the Soviet Blae,
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10, This activity oontimmed to nmeke significant sontritutione to
intellizence an the sconomic iepact of Hlne military procrase, inclnding
ertimates of militery expenditures and the costs of partienlsr military
orvi 1tems, airoraft snd naval construction, Ressarch done in thie comnection
eontrituted to & move realistic respyralsal »f Soviet heavy Dowmber oraduction
and current sivensth,

11. “ajor research wes focused during the year on the sconomic ispact
of the Seviet industrisl reorgenizetion which tonk effect in mid-1957, A
Jaint State-CIA sppraisal nf the wyerall effects of this chanve i currently

in nrocess, and the results will form an isportant part of the contritmtion
1 the Parthosming Hatismal Totelligence Fetimate on the U85RE,

12, The eontribuiion »f this activity to Hational Intelligence Potinates
was breadened duriny the yeer as & result of incressed capabilities Tor
prodqucin: econmmde intelligence in the fields of nuelear energy and pulded
wissiles, TFerticipation in Estimates on Free World owmntriee also increased
in response to the nsed for intelligence an Bloe coaeic astivities in
underdeveloped countries.

13. By the end of the year the Feonomic Resserch Ares had completed
the mujor part of its responsibility for the preparatisn af the initigl
ecanric sections of ¥atisnal Intelligence Surveys »n countries nf the 25X1
2 ny=-Snviet Bloac,
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156, Demands from US policy-nmskers for intellipence on Blac activitiss
in underdeveloped countries of the Fres World ¢ontimmed to lncrease during
the yesr, In response to this need, this sctivity (in conjunction with
the Foonomie Intellisence Committee) again published a series of bdweekly
and soni.anrmal reports in this field, which were widely distributed to
intorested sfficlals thovughwat the govermment, including principsl ™8 X1
risgime sbroad, Sigmificant comtritutions were wade to & mumber of Hationél
Intelligence Fatimates an Free World countries where Bloc countries are
condacting ald and trade of Pensives.
I

17, The sversll efficlency of the Econoedc Remearch Area was inoressed
greatly os the resnli of -sewersk major srzanizatisnal changes which teok
place during the your. Three branches ir the Materials Division were merged
to farm & new Yusls and Powsr Branch, Six branches in ather Divisions
were absli and thres new branches were crested. These reorganizations
and other ncatiens »f positions within ORR made it possihle to greatiy
expend the stalf of the Guided Hissile Branch withoul sny change in the
total personnel strength suthorised for CORR,

19. Ia enllsbsrstion with the Office of Personnel, the progras of
recrultment of qualified resesrch persormel at major US eolleges ani
universities was contimed, This program has resulied in the emplaoyment
af & mmber of wnsaally well-qualified profesaional personnel by the
Econordc Research activity and has alss been effective in making selected
acadtevic leaders sware of and more responsive to CIA persomne)l requirements,

20. varticipation in the Agency's iraining progran was maintained
at & high level, with the osbjective of inereaping the research skills and
competence of the activity's professionsl personmel, The training program
was directed towmyd the further development of forelign language competence,
intelligence repnrt writing sbility, statistical and anmalytical ltechniques,
ares krowledpe, and mann-ement and supsrvisary talemts,

R
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21, In eonjunction with the Assessment and Fvaluetion Staff of
the Office of Training, & major study wes undertsken to determine
whelther a positive correlation could be estadblished between individuals?
test scores under the Azency testing program and thelr job performance
in the Econnmic Nesearch Ares. The resulils showed such a correlatisn
and indicate that the seores on certain tests have some predictive value
in the seleetion of professional ermployvees,

Ce TFabure Flane

¥iscal Year _1_%‘ '2

1. The Econamie Research activity will contimue to devole the
major part of ite resesrch capability during FY 1959 to the support of
prisrity intellirence programs and activities, Comprehensive research
prograseing, already completed for FY 1959, indicstes a substantial
increase in the proportion of total resesrch time allocated to answering
specific oonsumer requests and recurrert requirements, Approximately
¢ percent of the seconmmic ressarch effart is seheduled for direct
eontritutions in support of varisus commumers, as oomparsd with about
&0 percent in 1958. In addition to ithese direct contributisme, the
Eecorvmic Fesearch Ares has programmed a mmber of basic rescarch projects
desimned to improve the guality of the contributions, particularly thoee
made to National Inteliigence Tstimates,

2. About 30 percent of the ressarch ompability »f this activity
will be required for the preparation of contributions to NHatisnal Tntel-
ligence Estimates, The ERA'e pertlcipation in this progras has been
continuously enlarged during the past several years, & trend indieative
af the greater recognition of the significance of stonmie Taotars in
Hational Intelligenwe Estimates, In FY 1959 a greatly increased effart
¥ill be given to conmtributions to the estimate of Soviet capebilities in
guided miselles and space vehicles and to the varisus estimates involving
the magnitude and effects of Bloc econamic penetration of underdeveleped
eountrics,

3. Contributinns to the KIS program during FY 1959, to which abaut
11 peroent of available research hours have been allacated, will represent
in majnr part the fmplementation of a Leysar maintenance cyele fsor keeping
current the baslc NIE seetisna on the econnies nf countries aof the Sinow
Saviet Bloe, A progrem »f preparing Anmial Supplements 4o these sections
will be initiated experimentally in ¥Y¥ 1959,
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e Several major basic research studies initiated in ¥Y 1958
will be complated during FY 1959, including an snalyeis of the relstinnship
between the evailebllity and cost of raw material and energy in the U8R
and the rate of econmlc grouwth, a study of the eosmmle effects »f the
industrial resrganization in the USSR, an amsesswent of the role of the
Sovist eastern area developmwnt program in future econmmic growlh, and
studies of the patterns of consurption of pelrsleum products and electric
power in the Soviet Uninn, Baslic research in asther fields will be directed
toward T11lline the more important gaps in US ecoromic intellicence on the
Sinne-fiaviet Bloe, particularly those gaps a2lready identified by EIC Sube
ormdttees. In sccordanve with the recommendatinne of s Panel of
Coansultants who reviewed the reseorch program plamed for FY 1959, a
mmber of these projects will be oriented toward anazlyses »f the long-ranze
future of the Soviei economy and will pay attention to the relevant
paiitical and soclalogicsl factoars that may affect lonpe.ranre econmmic
policy.

Ye The research program for FY 1559 calls for & preatly expanded
effsrt on the sconamic aspects of Soviet progranms for gulded misriles and
space vehicles, directly or indirecitly in support af the Wational Intel-
lirence Estimate in this Teld, Through simmltanesus ressareh on a
ramber »f coordinated projecis, an atterpt will be made to Ldentify ihe
orincipal sreanizatione and facilitlies engeped in the Soviel gulded missile
production progras and to determine the capabilities of varisus industrial
sectars of the econnmy to support the program, Major attention will also
he given to the support sf collection activities in thie fleld through
the rraparation of guides and other alds of varlous kinds,

5. The progranm of externsl research, which is an ismporiant adjunct
tn Ciats seconomic rescarch eff~rt and which 15 meking sienificant contribu-
tions t7 U3 knowledge of the esconvwilss of the Sino-Soviet Blse, will be
expanded considerably during FY 1959, The greater aevallability of
unclassified eoonoeic data on these areas will add to the valve and
feawiblility of resesrch annducted by external contrastors, The FY 1959
external research program, which has been planned snd closely integrated
with the research programsing of the Esonomic Resesrch activily, consists
3f extensisns af three projects alresdy in progress and 11 additional

projects 4o be imtiated during ¥Y 1959.
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7. In the field of personnel manapemeni, & comprehensive
review of the tralning reguirements of the Eeanomic Research actlvity
iz plamed for FY 1959, This will ba the first step in an effort %o
develop an integrated, long-term prograsm of both internal and external
training designed to equip the professiensl personngl »f this activity
to perform more effectively the economic intellirenve resemrch and
reporting mission,

Fiseal Year 352_@_

1. It is anticipated that reguirementa for economic intelligence
an the Sino-Soviet Bise will require programming and productlon at about
the same level as in FY 1959, The major part of the ecornmie research
effart wlll eeain be directed toward mesting priority conpumer requesis,
particularly in conmection with the program of ¥Hational Imtelligence
Sstimates, While the Natiomal Intelligence Survey prograz will contimue
to require & substantial amount of time, nearly all of these contributinns
will be on & maintensnce basis by FY 1960, ¥o dimunition is expected
in the amount »f support which this sotivity will be required to give to
IAG Committees and olher units concerned with Bloo capabilities with
rezpect to nuclear energy and guided missilsa, The character of the
goanorlc rescarch propram will be governed to a considerable extent by
worid develspmente in the interim, including the axtenl of progress
teward schieving and implementing a brasd disarmament and inspection
agreencnt.

2, The complstion by the end of FY 1959 of a mumber of basic
rescarch studies bearing sn the growth potentisl in Blec countries will
pormit the Feonomle Research Aotivity to give conmiderabls attention in
i4s research program for FY 1960 to anglyses of leng-range economic
problems and prospscts under alternative assumpiione concerning economic
and pnlitical palicies,

25X1!

4. The Econwmic Resesrch Astivity will eontimue to give priorlty
attention to improving the manggenment and quality of its research proprame
ming and production, including the introduction of new research techniques
and methodologies, contimed efforts to incresse the skill and effectivensss
of the professional and clericsl personnel st all levels, amnd administration
af the resesrch effort with sufficient flsxibility to permit rapid sdjust-
mend to chenging natioma) intelligence requirements,
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